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York Lambton Corporation Limited 


Report to shareholders 


Consolidated net revenues in 1978 
amounted to $92,559,118 as compared to 
$95,598,596 in 1977. The operating loss of 
$1,481,616 ($2,054,217 in 1977) and the 
loss of $817,591 before extraordinary item . 
result in a net loss of $684,136 after 
recovery of income taxes arising from a 
loss carry-forward. On the other hand, the 
working capital continued to improve, 
reaching $7,699,025 at the end of the year. 


Decision was made to record the 
balance of deferred income taxes of 
Corpex (1977) Inc. not shown in its books, 
this to permit a clearer presentation of the 
Corporation's financial position. 


Furthermore, the subsidiary Corpex 
(1977) Inc. was liquidated after the year 
end into the Corporation, with the result it. 
has pecome active through its new Simard 
Beaudry division, as well as becoming the 
direct owner of four subsidiaries: Superseal 
Corporation, B.F.G. Industries Ltd., G.M. 
Plastics Ltd. and Constructions Simard- 
Beaudry (1977) Inc. 


Review of the year’s operations 


The overall results were affected by the 
substantial drop in construction in Eastern 
Canada, particularly in the Province of 
Quebec, as well as in the Metropolitan 
area of Montreal, where the award of 
construction contracts dropped throughout 
the year. 


In view of this difficult situation, 
the decision was made to continue to 
submit tenders on a prudent basis, 
despite fierce competition. In fact, 
the average prices obtained for 
construction works diminished 
continuously throughout the year, 
making the possibility of profitable 
construction projects more and more 
doubtful. 


This reduction manifested itself 
throughout the year in Eastern 
Canada in the level of housing starts. 
As we cannot foresee a Substantial 
recovery in tne short term in this 
sector, we have decided to reduce 
operating expenses in the sector of 
window and door production by 
closing the Armalux Glass plant, at 
Mississauga, Ontario, and 
concentrating all of such production 
at the principal plant in St. Hyacinthe, 
Quebec. Since year end, tne plant at 
Mississauga has been sold at a 
substantial profit. 


A new profit centre was 
established witnin the subsidiary 
Superseal during the year; it is 
concerned with planning, 
manufacturing and installation of 
telecommunication towers. The nigh 
competence and long experience of 
the personnel working in this sector 
lead us to anticipate excellent 
results, after tnis year full of promise. 


Finally, mention must be made of 
the great progress achieved in 1978 
by Veraqui S.A., the Frencn 
subsidiary of Superseal Corporation, 
which should make a worth while 
contribution to the profit of its parent 
in 1979. 


Following reductions in the years 
1976 and 1977, the uncertainty as to 
the recovery of the market for 
household appliances continued to be 
felt throughout the greater part of 
1978, although mitigated by a slow 
upswing in the last quarter of the 
year. The results therefore were not 
those anticipated and are still a far 
cry from those achieved in the years 
prior to the 1976 strike. A compiete 
reorganization was undertaken of the 
Sales division as well as of marketing 
policies, which should be refiected in 
better results in 1979. 5 


York Lambton Corporation Limited 


The optimistic forecasts made in 
our last quarterly report to our 
snarenolders in respect to our 
subsidiary, G.M. Piastics Ltd., were 
all achieved during the year. Sales 
increased considerably due to a more 
effective marketing policy and profits 
reached our objectives. We foresee 
that this improvement in sales and 
profits will continue during 1979. With 
a view to simplifying and rationalising 
the administration, Custom Profile & 
Pipe Extrusions Ltd. was liquidated 
into Industrial Plastic Extrusions 
Limited, its parent company, during 
the year. As a further step, at the 
beginning of 1979, the latter was 
merged with its parent, G.M. Plastics 
Ltd. under the name G.M. Plastics 
Group Ltd. 


Henceforth, all the former — 
activities of Custom Profile & Pipe 
Extrusions at Winnipeg, Manitoba, 
Industrial Plastic Extrusions Ltd. at 
St. Hubert, Quebec, and G.M. 
Plastics Ltd. at Granby, Quebec, will 
be carried on as divisions of G.M. 
Plastics Group Ltd. 


Prospects for 1979 
It seems highly improbable that there 


will be a Sudden increase in awards of 
contracts-in the constructiorrindustry in 
1979, or at least until thetastmonths of 
the year. 

In spite of these prospects, Our decision 
to consolidate our activities in the 
construction sector will allow us to operate 
profitably, even though with lesser 
revenues and profit margins. If revenues 
overtake our conservative estimates, such 
growth will be translated very rapidly into 
net profits. 


We believe that the recovery in x) 
manufacture and sales in the household \ 
appliance industry which was felt im the \ 
final quarter of 1978, should continue in 
1979. All our efforts inthis sector will take 
the form of a more aggressive marketing 
policy and deeper penetration of the 

market which should result in a better 
utilisation of our manufacturing facilities. 


Results of the first quarter and the 
orders on hand of the G.M. Plastics group 
give us grounds to foresee an even. 
greater growth in revenues and profits in 
1979. Nevertheless, we intend to continue 
to develop our means of production and 
increase our share of this market. 


Directors 


After the end of fiscal 1978, Gerald B. 
Wasserman resigned as President of 
B.F.G. Industries Ltd. and as a member of 
the Board of Directors of your Corporation, 
after some eight years with B.F.G. 
Industries Ltd., first as Vice President 
Finance and Treasurer, and then, as 
President. We extend to him our thanks for 
his contribution and wish him every 
success in his future endeavours. 


Michel Perron, Chairman of the Board 
and Chief Executive Officer of Normick 
Perron Inc., nas been elected to succeed 
him. 


On behalf of tne Board of Directors 


Mabel Ce 


MICHEL LATRAVERSE, President 


York Lambton Corporation Limited 


(Incorporated under the Canada Corporations Act) 


Consolidated Balance Sheet as at December 31, 1978 


1978 1977 
ASSETS (restated) 
CURRENT ASSETS 
Cash and short-term deposits $ 1,687,904 $ 2,193,034 
Accounts and notes receivable 18,045,644 18,979,975 
Income taxes recoverable 509,864 765,490 
Inventories (note 2) 16,542,167 14,594,745 
Prepaid expenses 406,542 423,430 
Current portion of investments 782,041 313,465 
37,974,162 Of 2uOniee 
INVESTMENTS, at cost 
Real estate and properties 719,835 679,247 
Other, less current portion 481,363 844,169 
1,201,198 152364 16 
FIXED ASSETS (note 3) 
Cost 36,875,631 44,795,452 
Less: Accumulated depreciation 19,076,935 23,105,521 
17,798,696 21,689,931 
INTANGIBLES 
Deferred charges 224,531 147,265 
Patents and development expenses 127,243 T17388h 
Excess of cost of investment in shares of 
subsidiary companies over book value of the 
net assets at acquisition dates 3,991,438 3,574,542 
4,343,212 3,839,694 
$61,317,268 $64,323,180 


ON BEHALF OF THE BOARD 
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LIABILITIES 1978 1977 
(restated) 

CURRENT LIABILITIES 
Bank advances, secured (note 4) $14,340,099 $12,611,501 
Accounts payable and accrued liabilities 13,172,066 13,885,061 
Deferred income taxes 811,289 917,946 
Current portion of long-term debt 1,951,683 2,438,493 
30,275,137 29,853,001 
LONG-TERM DEBT, less current portion (note 5) 16,988,262 19,033,579 
DEFERRED INCOME TAXES 156,686 855,281 
47,420,085 49,741,861 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 
Authorized: 
9,000,000 common shares of no par value 
Issued and fully paid: 
7,033,273 common shares 14,843,853 14,843,853 


DEFICIT 946,670 262,534 
13,897,183 14,581,319 


$61,317,268 $64,323,180 
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Consolidated Statement of Deficit for the year ended December 31, 1978 


1978 1977 
RETAINED EARNINGS AT THE BEGINNING $ 528,731 $ 793,747 
Adjustments to prior years’ earnings resulting from: 
— Recording of the balance of deferred income 
taxes previously shown as a note to the 
financial statements (792,000) (792,000) 
— Income tax assesments ( 86,015) ( 86,015) 
— Achange in method of accounting for 
depreciation (net of income taxes) (note 1) 86,750 — 
DEFICIT AFTER ADJUSTMENTS 262,534 84,268 
NET EOSS 684,136 178,266 
DEFICIT AT THE END $ 946,670 $ 262,534 


[op) 
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Consolidated Statement of Earnings for the year ended December 31, 1978 
ee 


1978 1977 
(restated) 
GROSS INCOME $92,559,118 > $95,598,596 


INCOME BEFORE DEDUCTION OF THE 


FOLLOWING EXPENSES $ 3,147,304 $ 2,598,752 
Depreciation of fixed assets 2,465,475 2,990,643 
Amortization of intangible assets 124,621 00,209 
Interest on long-term debt 2,038,824 1,634,511 
Minority interest — (28,168) 
4,628,920 4,652,969 

OPERATING LOSS 1,481,616 2054-247 
INCOME TAXES RECOVERED 664,025 985,601 


LOSS BEFORE EXTRAORDINARY ITEM 817,591 £068,616 
EXTRAORDINARY ITEM . - 


Recovery of income taxes arising from a loss 
: Gi 


carry-forward 


SS 


133,455 _ ( 890,350 


178,266 


NET LOSS $ 684,136 


LOSS PER SHARE BEFORE EXTRAORDINARY ITEM GPs tue 


NET LOSS PER SHARE $ 0.10 $ 0.03 
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Consolidated Statement of Changes in Financial Position 


for the year ended December 31, 1978 


SOURCE OF FUNDS 1978 1977 
Loss before extraordinary item $ (817,591) $ (1,068,616) 
Non-cash charges: 

Depreciation of fixed and other assets 2,590,096 3,046,626 
Deferred income taxes (673,396) (703,893) 
Minority interest — ( 28,168) 
Deferred charges (104,282) —_— 
Gain on disposal of fixed assets (687,321) (298,876) 
Gain on disposal of investments ( 3,140) — 
Funds from operations 304,366 947,073 
Transfer from fixed to current assets 645,200 — 
Extraordinary item 133,455 890,350 
Increase in long-term debt 622,490 9,047,146 
Proceeds from disposal of fixed assets 2,845,792 1,165,452 
Disposal of investments 611,861 507,497 
Government grant 445,082 — 
5,608,246 12,557-546 

—_—_—_—_—S———————E———————— 

USE OF FUNDS 
Acquisition of a business concern 567,267 — 
Acquisition of subsidiaries = 3,627,468 
Excess of working capital over proceed from 

disposal of subsidiary _ 212,340 
Acquisition of fixed assets 1,888,902 3.375, ie 
Reduction of long-term debt 2,667,807 3,050,062 
Acquisition of investments 191,996 349,577 
Acquisition of intangible assets 10,387 76,494 

5,326,359 10,690,745 

INCREASE IN WORKING CAPITAL 281,887 1,866,773 

WORKING CAPITAL AT THE BEGINNING 7,417,138 5,636,380 

WORKING CAPITAL AT THE END $ 7,699,025 $ 7,508,158 


(ee) 
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Notes to Consolidated Financial Statements for the year ended December 31, 1978 


Note 1 — Significant accounting policies 

The consolidated financial statements include the accounts of the Corporation and its sub- 
sidiary Corpex (1977) Inc. Tne accounts of Corpex (1977) Inc. include tne accounts of all of 
its Subsidiaries. 


The excess of cost of investment in shares of subsidiary companies over the net book value of 
those shares acquired after April 1, 1974 is amortized over a period of 30 years and represents 
a charge against income of $80,000 for the year. Tne excess of cost of investment in shares of 
subsidiary companies acquired prior to April 1, 1974 is not amortized. 


Inventory valuation. Inventories are valued at the lower of cost and either net realizable value 
or replacement cost. The cost is determined by the first-in, first-out metnod (FIFO). 


Investments. Investments are valued at cost less allowance for decline in value where 
appropriate. 


Depreciation. Depreciation of fixed assets is determined, based on their estimated useful life, 
using the declining balance method in certain cases and the straight-line method in others. In 
order to adjust its depreciation policy to that commonly used in the industry, a Subsidiary of 
B.F.G. Industries Ltd. has changed its depreciation method from declining balance to the 
straight-line method. Another subsidiary has modified the rates of depreciation for certain of its 
assets. These changes resulted in a reduction in the depreciation charge for the year of 
$400,000 (1977: $150,000). 


Amortization of deferred charges, patents and development expenses. Financial charges 
are amortized over the term of their corresponding debt. Patents are amortized over their legal 
life by means of the straight-line metnod. Development expenses are amortized over a five- 
year period. 


Revenue recognition. Sales are recorded when delivery is made while income from contracts 
is progressively recorded according to the percentage of work completed, as estimated by 
engineers. Claims under contracts are recorded when offers of settlement are received. 


Joint ventures. The Corporation’s portion of joint venture activities is accounted for by way of 
the proportionate consolidation method. 


Foreign currency translation. The accounts of foreign subsidiary companies have been 
converted at exchange rates prevailing at the balance sheet date for working capital items, at 
exchange rates prevailing at the respective transaction dates for non-current assets and 
liabilities and at the year’s average exchange rate for income and expenses. 


SS 


Note 2 — Inventories 


1978 1977 
Raw materials, supplies and work inprocess ................... $ 7,156,511 $ 6,153,423 
GOODS DFOCESS ONG THMISMEE QOOUS Te cet crrut on cicue eee eave Pies nace 9,385,656 8,441,322 


$16,542,167 $14,594,745 
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Notes to Consolidated Financial Statements for the year ended December 31, 1978 


Note 3 — Fixed assets 1978 1977 
(restated) 


Accumulated 
depreciation 
and Net book Net book 


Cost depletion value value 

andbancdiquaiye sv. aes cae $ 1,576,567 $ 140,498 $ 1,436,069 $ 1,783,123 

Buildings jen srt ee ee ee eae 9,545,517 2,765,783 6,779,734 1358 )5t5 
Machinery, equipment 

ANG KONING! SIOCK a=, se oe ee 25,753,547 16,170,654 9,582,893 12,348,293 


$36,875,631 $19,076,935 $17,798,696 $21,689,931 


Note 4 — Bank loans 
Accounts receivable and inventories have been pledged as security for bank loans. 


Note 5 — Long-term debt 1978 1977 
York Lambton Corporation Limited 
6-1/4% to 12% secured notes, due*197S= 2. 45.0. ee eee $ — $ 628,734 
11-1/4% mortgage loan, repayable in monthly 
STaIMeNntS Uintit TOOSe © Fa. teks ee chee ee teen ek eee 348,453 — 


Corpex (1977) Inc. 
First mortgage bonds: 


10%, series A, redeemable from 1978to 1980.............. 297,605 428,550 
10-1/2%, series B, redeemable from 1978to 1983 ........... 1,249,000 1,499,200 
Bonds 
At prime olus: 1-1/2 Yo, maturing: 1980" 8 rs au eens ere 2,000,000 2,000,000 
6-3/4 Yo. sinking fund, maturing I TOS Tee. seme ae ee 718,000 844,500 
11%, Maturing WuMe TTS Ss oe cane es ee eee eee eee 1,250,000 1,250,000 
Bank loans, secured, rates varying from 10% to 
12%, repayable in monthly instalments until 1982............. 1,806,491 2,234,430 
Notes payable, various rates and maturities.................... 208,340 364,102 
Subsidiaries: 
First mortgage sinking fund bonds 
9%, series A, redeemable from 1978to 1987............... 578,000 619,000 
11-1/4%, series B, redeemable from 1978to 1989........... 772,000 839,000 


First mortgage bonds 
rates from 6-1/2% to 13%, redeemable 


atditierent dates untit 1988 tnee > xu. cesc 3 dette call wes ee eee 6,906,430 1,022,104 
Mortgage loans, rates from 5-1/2 % to 11-3/4% 
repayable at various Gates until 1987s. =. ae ee eee 1,774,939 1,913,891 
Balance of purcnase price of a Subsidiary, at 
prime plus 2-1/2% repayable in 1980 and1982 ............. 500,000 500,000 
Notes payable, various rates and 
PATUNIESS Partie fn 2 5 fae eee ieee cee, ae 530,687 828,491 
18,939,945 21,472,072 
CURENILDORHOM fovea bes ca bee oe e Ce ee ie eee 1,951,683 2,438,493 


$16,988,262 $19,033,579 
Instalments on long-term debt payable over the next five years are as follows: 
1979 — $1,951,683; 1980 — $5,183,874; 1981 — $2,155,547; 1982 — $1,677,624: 
1983 — $2,087,044. 


ee 
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Notes to Consolidated Financial Statements for the year ended December 31, 1978 


Note 6 — Loss carry-forward 
For tax purposes losses amounting to $1,100,000 are available to be applied against future 
earnings up to December 31, 1983. The resulting tax benefit is not accounted for. 


Note 7 — Anti-inflation programme 
In the opinion of management, the Corporation has complied with the regulations under the 
Anti-Inflation Act since its inception and no significant liability exists herefrom. 


Note 8 — Remuneration of directors and officers 
Remuneration paid during the year by the Corporation and its subsidiary to directors and of- 
ficers of the Corporation is as follows: 


1978 1977 
Directors Officers Directors Officers 
PANO ON perce eeeas uate eka oes Were cL Sas $ 54,850 $281,650 $ 47,500 $342,500 
INU a fe Rees See ie dew ce beat, fag ane 11 5 qi 5 
Two of the officers (two in 1977) are also directors. 
Note 9 — Sectorial information ($000 omitted) 
Gross revenues by sectors of operations 1978 Keware 
$ % $ % 
SAS UC MO emer ere in ee ten Sosa eae $ 23,893 24.9 36,205 37.0 
Rousehold- appliances: ws 76 hese ce ak eee 33,113 34.6 31,580 O2as 
Sealed glass and window components .... 24,955 26.0 19,995 20.5 
RIASTICLAMCOLNCKS enna nner Cas iene eee ne 13,807 14.5 9,902 NO 
95,768 100.0 97,682 100.0 
Elimination of inter-sectorial 
ISAS ACHON Suter Loe ae oe 3,209 2,083 
$ 92,559 $ 95,599 
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Auditors’ Report 


To the shareholders of 
York Lambton Corporation Limited: 


We have examined the consolidated balance sheet of YORK LAMBTON CORPORATION 
LIMITED as at December 31, 1978 and the consolidated statements of deficit, earnings and 
changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In Our Opinion, these consolidated financial statements present fairly the financial position of 
the Corporation as at December 31, 1978 and the results of operations and the changes in 
financial position of the Corporation for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year, 
after giving retroactive effect to the change in tne depreciation method mentioned in note 1. 


Normandin, S€guin & Associés 
Chartered Accountants 


Montreal, March 27, 1979 
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Board of Directors 


Name and home address Office Principal occupation 
Philippe Casgrain, Q.C. Director Attorney-at-Law, 
1490 Bernard Street Partner, Byers, Casgrain, 
Outremont, Que. McNally, Dingle, Benn & 
Lefebvre 
Laval Cliche Director General manager, 
5506 Durocher Street Geoffrion, Robert & 
Outremont, Que. Gélinas Ltd. 
Bernard G. Coté Director Chairman of the Board, 
617 Clarke Avenue Celanese Canada Inc. 
Westmount, Que. 
Jean Guy Director Attorney-at-Law, partner, 
5400 de Louisbourg Street Guy, Vaillancourt, Mercier, 
Montreal, Que. Bertrand, Bourgeois & Laurent 
Michel Latraverse, M.B.A. Director and President, York Lambton 
407 Stuart Street President Corporation Limited 
Outremont, Que. 
Cal N. Moisan Director President, 
60 Fernlea Crescent Standard Paper Box Ltd. 
Town of Mt. Royal, Que. 
Germain Perreault Director Chairman of the Board, 
205 Céte Ste. Catnerine President & Chief Executive Officer, 
Outremont, Que. Bank Canadian National 
John G. Porteous, Q.C. Director Attorney-at-Law 
3450 King Edward Avenue Senior Partner, Ogilvy, 
Montreal, Que. Montgomery, Renault, Clarke, 
Kirkpatrick, Hannon & Howard, 
Charles Rouleau Director, Executive Vice President 
1422 Dunkirk Road Executive Vice York Lambton Corporation Limited 
Town of Mt. Royal, Que. President and 
Treasurer 
Philip F. Vineberg, Q.C. Director Attorney-at-Law, partner, 
32 Summit Crescent Phillips & Vineberg 
Westmount, Que. 
Gerald B. Wasserman, C.A. Director President, 
506 Mountain Avenue B.F.G. Industries Ltd. 


Westmount, Que. 


Executive Committee 


Jean Guy 
Michel Latraverse 
Charles Rouleau 


Audit Committee 


John G. Porteous, Chairman 
Germain Perreault 
Philip F. Vineberg 


Remuneration Committee 
Bernard G. Cété, Chairman 

Philippe Casgrain 

Jean Guy 
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YORK LAMBTON CORPORATION LIMITED 
AND SUBSIDIARY COMPANIES 


TO THE SHAREHOLDERS 


Consolidated net earnings for the six-month 
period ending June 30, 1978 amount to a 
loss of $416,638.00 compared to $25,840.00 
profit for the same period in 1977. These 
earnings take into account a tax recovery of 
$501,866.00 and an extraordinary item of 
$113,256.00. 


The drastic decline in sales of concrete prod- 
ucts and stone continued throughout this 
second quarter. However, even if volume 
should continue to be well below that of 
1977 we foresee an amelioration of the 
results to date in view of important contracts 
for the summer and autumn months. 


Demand in the electrical appliance field has 
resurged somewhat in Quebec and Ontario 
since May and we anticipate significant 
progress during the period to December 31, 
compared to the first months of the year. 


The consolidated results of the subsidiaries, 
Superseal Corporation and G.M. Plastics 
Ltd., have maintained their gains in sales over 
previous years and should achieve record earn- 
ings for the year ended December 31, 1978. 


In closing, it is important to underline that 
the results to date do not reflect in our opinion 
a true indication of our anticipated results 
for the year ended December 31, 1978 in 
view of the present trends. 


On behalf of the Board of Directors 


PI 


President 


August 31, 1978 


YORK LAMBTON CORPORATION LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 


Unaudited 


GROSS REVENUE 


Earnings before deducting 
the following expenses 


Depreciation of 
fixed assets 


Amortization of 
deferred charges 


Interest on 
long-term debt 


Minority interests 


* 


Earnings (loss) before 
income taxes and 
extraordinary items 


Income taxes 


Earnings (loss) before 
extraordinary items 


Extraordinary items 


NET EARNINGS (LOSS) 


Earnings (loss) 
per common share 
before extraordinary items 


Net earnings (loss) 
per common share 


six months ended 


June 30 
1978 1977 
$41,684,998 $53,746,824 
1,516,045 2,137,483 
1,463,724 1,413,401 
51,373 56,421 
1,032,708 714,094 
-- (9,324) 
$ 2,547,805 $ 2,174,592 
\ * a 
(1,031,760) ) (37,109) | 
( 501866y Toa 
f 
¥ 
(529,894) 25,840 { 
113,256 — \ 
(416,638) 25,840 
(0.07) 0.004 
(0.06) 0.004 
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YORK LAMBTON > 
CORPORATION 
LIMITED 


RAPPORT 
INTERIMAIRE 
AU 30 JUIN 1978 


BUREAU 2210, 1010 OUEST, RUE SHERBROOKE 
MONTREAL, QUE. H3A 2R7 
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